


Emphasizing its commitment to deliberation, the Board explores numerous details of how the CRA
operates with an expansive list of 99 questions.

Along with the pressing issues of race discrimination, changes in banking itself, argue forcefully for such
deliberation. The banking industry continues to consolidate, leading to fewer competitors. Internet
banking changes the nature of what is the “community” in a bank’s community reinvestment obligation.
While we very much appreciate this thorough ANPR process, which is necessary to address the
multifaceted issues at play, here we address only suggestions to strengthen the proposed rule: directly
addressing racial discrimination, focusing on environmental discrimination, reversing the inflation of
ratings, and examining changing bank geographies.

Background

The Community Reinvestment Act serves among a constellation of laws aimed at combatting
discriminatory lending. Perversely, it was the federal government itself that built discrimination into the
loan-making process. In response to the many foreclosures during the Great Depression, Congress
established the Home Owners' Loan Corporation in 1933 (HOLC). This entity provided government
support for loans, but it identified certain neighborhoods- denoted with red lines on maps to be a higher
risk. These neighborhoods had lower income residents and large minority populations. This became the
basis for the process referred to as “redlining.”® The harmful impact of that policy has persisted for
decades, with neighborhoods of color suffering lower mortgage approval rates.

Congress began to address the problem beginning in the 1960s, with the 1968 Fair Housing Act and the
1974 Equal Credit Opportunity Act. In 1975, Congress approved the Home Mortgage Disclosure Act
(HMDA) to quantify where and to whom banks made loans. The law required banks to make their
annual loan making public, delineated by recipients’ neighborhood, income, and race.

In 1977, Congress built on these existing laws and approved the Community Reinvestment Act, a law
authored by Sen. William Proxmire, (D-Wisc.), chair of the Senate Banking Committee at the time. Sen.
Proxmire explained: “By redlining, let me make it clear what | am talking about. | am talking about the
fact that banks and savings and loans will take their deposits from a community and instead of
reinvesting them in that community, they will actually or figuratively draw a red line on a map around
the areas of their city, sometimes in the inner city, sometimes in the older neighborhoods, sometimes
ethnic and sometimes black, but often encompassing a great area of their neighborhood.”*

The CRA advanced beyond data collection to an additional mechanism to promote fair lending. As the
law states, banks must demonstrate "a continuing and affirmative obligation to help meet the credit

needs of the local communities in which they are chartered."®
of fair lending, regulators will “take such record into account in its evaluation of an application for a

If banks fail to demonstrate such a record
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